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Since late April, the European Economic Community (EEC) progressively increased its
"compensatory tariffs" imposed on all apple imports from outside the region, further aggravating
trade disputes with Chile. Chile's apple producers and exporters say they will lose more than US$70
million this year due to the EEC's protectionist measures, and they demand that President Patricio
Aylwin's administration launch a diplomatic offensive to open the European market. Last February,
the EEC decided to impose a new system of import licenses for all apple shipments from outside the
region to compensate for oversupply and record low prices on European markets. The new licenses
in effect resulted in quotas on imports, setting a maximum limit of 203,000 metric tons for Chilean
exports to the EEC this season a 24% drop from last year's 268,000 MT shipped to Europe. Chilean
producers estimated the quotas would cut income this year by about US$26 million (see Chronicle
03/18/93). Then, in early April, the EEC decided to impose a US$0.40 "compensatory tariff" on
each crate of apples imported in response to demands by European producers and distributors
that authorities enforce "countervailing duties" to offset subsidizing by some apple exporting
countries. But unlike a countervailing duty which should be applied only to those countries that
dump their products on foreign markets the compensatory tariff was applied indiscriminately
against all apple exporting nations, including Chile (see Chronicle 04/15/93). Now, adding fuel to
the fire, the compensatory tariff has progressively increased from the original US$0.40 per crate to
US$4.50 per crate, raising a storm of protest from Chilean exporters. According to Ricardo Ariztia
president of the Fruit Exporters Federation (Federacion de Exportadores de Frutas, Fedefruta) the
EEC has raised the tariff nearly every week since late April, starting with a 200% jump to US$1.20
per crate, then a 110% jump to US$2.51, and then slower increases to US$3.20 in the first week of
May, and finally US$4.50 by May 12. "Given the new tariff rates, not only are we not breaking even
on our sales to Europe, we are actually losing money on each crate of apples," said Ariztia. "The
situation means that we have no possibility to market apples in Europe." According to Ariztia,
so far this year Chilean apple producers have lost US$40 million as a result of the compensatory
tariffs and the import quotas. With the new tariff rates, Ariztia estimates that when the season
ends in mid-year, Chilean firms will have lost at least US$70 million. In fact, Fedefruta says fruit
exporters now have four million crates packed in refrigerated storage in Chile awaiting either
an improvement in the EEC market or the opening of alternative markets. As a result, Fedefruta
which criticizes the Aylwin administration for its lackluster efforts to protect Chilean exporters
is demanding that the government take a much more energetic stance in the face of European
protectionism. "All our efforts in the private sector have failed to change the situation," said
Ariztia. "The only thing left is for top-level government officials to launch a diplomatic offensive."
Producers have already substantially lowered targeted production levels for this year, but Fedefruta
warns that farmers will likely start cutting plantation area and laying off workers en masse if the
government does not intervene. An estimated 60,000 farmhands are employed on 1,600 apple
producing plantations, which annually harvest about 23,000 hectares of apple trees. Although the
government must yet announce concrete measures, officials have hinted that they may consider
fighting the EEC compensatory tariffs through GATT. "The EEC's compensatory tariffs, which
reached about US$20.00 for every 100 kilos of apples after the latest rate hikes, make it impossible
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to continue exporting apples to that market," read an official declaration from the Foreign Ministry.
"Notwithstanding the problems of oversupply on the European market and the internal norms the
EEC uses to correct the situation, we believe the compensatory tariffs constitute a direct violation
of commitments signed by both parts in the General Agreement on Tariffs and Trade." [La Nacion,
El Mercurio (Chile), 05/04/93; Agence France-Presse, 05/12/93; Spanish news service EFE, 05/12/93,
05/13/93]
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